‘ 
& 49) 
’ ‘» 
9x% %% 
aié @) 
“45 Ay e 
4° 74> A> 
at %y, 
? OC, - 
, * P 
ot, 
s/f 
tyth, 
3 1) 
Yvke 
Ay 


EFFECTIVE PROPERTY TAX RATES IN ILLINOIS, 1974 


Research Memorandum 


No. 54 


December 3, 1976 


STATE OF ILLINOIS 


COMMISSION ON INTERGOVERNMENTAL COOPERATION 
721 STATE OFFICE BUILDING 
SPRINGFIELD, ILLINOIS 62706 


217/ 782-6924 


- 6 
ae 

; ¥ 

a 

a J 


PAs 


i 


' gm! at 


moe 4 
Wet i : 


PREFACE 


TABLE OF CONTENTS 


EXPLANATION OF EFFECTIVE TAX RATES . 


Computation of Effective Tax Rates 


ESTIMATED EFFECTIVE TAX RATES BY COUNTY 


TABLE I: 
TABLE II: 


MAP I: 


Estimates of Countywide Effective Tax Rates, 1974 . 
Rank Order of Counties by Countyvade Effective Tax 
Rate, -1974 : : 
Countywide Average Beeeer ies ar pperey Tax Rates toa 
1974 


ESTIMATED EFFECTIVE TAX RATES FOR THE LARGEST MUNICIPALITY IN EACH 


COUNTY 


TABLE III: 


TABLE IV: 


TABLE V: 


TABLE VI: 


° e . e e ° . e ° ° ° . 


Effective Tax Rate Estimates for the Largest 
Municipality in Each County, 1974 . ’ 

Rank Order of Counties by the Effective Tax eget 
Estimate for the eaesat Municipality in Each seid 
19 7/4. he 

1973-1974 Cer aon i Berecuive Eroperey ies cereal 
for the Largest Municipality in Each County . : 
1973-1974 Comparison of Aggregate Nominal Tax Rates! 
Levels of Assessments, and Multipliers for the 
Largest Municipality in Each County . 


APPENDIX A: Calculating the Effective Tax Rate 


APPENDIX B: The Department of Local Government Affairs' Sales Ratio 
Study . he . oF eee 


Page 


10 


bes 


17 


Ube 


Digitized by the Internet Archive 
in 2023 with funding from 
University of Illinois Urbana-Champaign Alternates 


https://archive.org/details/researchmemorand5419unse 


PREFACE 


The statistics presented in this memorandum were prepared by the staff 
of the Commission on Intergovernmental Cooperation. The figures are based 
on property tax data supplied by the Department of Local Government Affairs 
and are intended to show the relationship between property taxes paid and 
the market value of taxable property within each county. 


The “effective tax rate" used in this memorandum measures the real pro- 
perty tax burden by considering both the tax rate and the level of assessment. 
The variation in this statistic from county to county reflects, in some cases, 
wide differences in land use, population, and personal income between counties. 


The market value used in calculating the "effective tax rate" is deter- 
mined by sales ratio studies prepared by the Department of Local Government 
Affairs. Assessment/Sales Ratio Studies, which compare the actual selling 
prices of property for "arm's length" sales with the assessed value of the 
property, are the primary source of information about the relationship between 
assessment levels and the actual market value of real property in a particular 
county, township or city. They are the official figures used by the Depart- 
ment of Local Government Affairs for purposes of the equalization of assess- 
ment levels. However, the figures produced by sales ratio studies are only 
estimates of the actual market value of property in an area, and they are 
least precise where there is a low number of sales of real property in a par- 
ticular county, township or city. Users of these statistics should be aware 
that they are by no means based on exact tallies of the total market value 
of real estate, but are based instead on a survey of real estate values in 
each countv. 


For further information, contact: 


John N. Lattimer, Executive Director 

or David Cannon, Research Associate 

Illinois Commission on Intergovernmental Cooperation 
721 State Office Building 

Springfield, IL 62706 

(217) 782-6924 
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EXPLANATION OF EFFECTIVE TAX RATES 


The "effective tax rate" measures the relationship between the amount 
of revenue received from the property tax and the market value of the taxable 
property in a jurisdiction. With respect to the individual taxpayer, it shows 
what percentage of the actual market value of his property is paid in property 
taxes. This ratio (ordinarily expressed as a percentage) is a statistic which 
can be used to compare the average tax burdens between different counties 
or cities. 


For example, suppose that two homeowners in different counties are sub- 
ject to the same nominal tax rate (the total rate that appears on the tax 
bill) of $5 per $100 of assessed valuation (5%), and that each taxpayer owns 
a home that has a market value of $36,000. If one county assesses property 
at 50% of its market value, then the home will have an assessed valuation 
of $18,000, and the tax bill will be $900 ($18,000 x 5%). The taxpayer in 
that county is thus paying at the actual, or "effective," rate of $2.50 per 
$100 of market value (2.5%), since 2.5% of $36,000 equals his tax bill of 
$900. If the second county assesses property at 40% of its market value, 
the taxpayer there will find his $36,000 home assessed at $14,400 and his 
tax bill will be $720 ($14,400 x 5%). The taxpayer in this second county 
is paying taxes at a rate of $2 per $100 of market value (2% of $36,000 equals 
his tax bill of $720). His effective rate is 2% as compared to 2.5% in the 
first county. 


At first glance, the burden on the two taxpayers would appear to be the 
same, since each received a tax bill with a rate of $5 per $100 of assessed 
value. However, by comparing the "effective tax rates" between the two coun- 
ties (2.5% vs 2%), it is obvious that the respective tax burdens are not 
equal. When both rates and levels of assessment vary from place to place, 
it is even more difficult to compare the actual burdens. The "effective 
rates" shown in the following tables permit such comparison. 


Computation of Effective Tax Rates 
The lists of effective tax rates contained herein were computed as follows: 


Countywide Averages. First, the average nominal rate within a county 
was determined by dividing the total dollar amount of taxes extended by the 
total assessed valuation of property in the county. Second, the average level 
of assessment within a county was estimated by the Department of Local Govern- 
ment Affairs by means of its Assessment/Sales Ratio Studies. A sales ratio 
study compares the value of property as shown by real estate transfers with 
the assessed value of the property.* This represents the ratio of the assessed 


*This survey is explained on pages I-V of the Department of Local Govern- 
ment Affairs' publication entitled "Assessment/Sales Ratio Study Findings, 
1974." (See Appendix B on page 19.) 
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value of property to its actual market value. The estimated level of assess- 
ment was then multiplied by the nominal rate and by the State-applied multi- 
plier to arrive at the estimated effective tax rate.* 


Total extension of taxes 


——— — = Average nominal rate 
Total assessed valuation 


Average 
Effective 
Rate 
Estimate 


(Average nominal rate) x (Estimated Assessment Level’) x (Multiplier) = 


Since these ratios are countywide averages, they do not necessarily de- 
scribe the situation at any particular location within the county. Typically, 
for example, both the level of assessment and the nominal rates are higher 
in urban locations than rural. The countywide average rates nevertheless 
provide a very useful basis for studying the property tax burden, especially 
among counties with comparable population and land-use characteristics. 


Effective Rates for the Largest Municipality in Each County. Unlike 
the countywide averages which relate to no single place within the county, 
these figures show the estimated effective rate on property located within 
specified municipalities, based upon the assessment/sales ratio data for the 
municipalities. 


This calculation was similar to that described above for counties, using 
nominal tax rates and the estimated level of assessment within the municipality 
furnished by the Department of Local Government Affairs.* The nominal rate 
is the aggregate tax rate of all units of government within whose jurisdiction 
the municipality is located. In some cases, nominal tax rates vary between 
different parts of the municipality. in such cases, our computation is based 
on the highest rate. 


Cook County employs a classification system in assessing property, and 
separate levels of assessment are reported by DLGA for each class. Our figures 
for the City of Chicago are based on the assessment level for Class II (resi- 
dential) property. 


Comparison of 1973 and 1974 Effective Rates. Generally, effective tax 
rates declined in this one year period in the municipalities listed in Table 
Vi. (County averages show an even greater overall decline). This was due, 
for the most part, to inflation. Real estate market values on the whole have 
been rising faster than assessments. (This factor accounts for the general 
decline in levels of assessment found in Table VII.) This phenomenon is re- 
flected clearly in 1974 data, since counties had not undertaken general re- 
assessments for several years prior to that. With assessments and tax rates 
increasing more slowly than market values, the effective rate has declined. 


This is not to say that the economic burden of property taxes in Illinois 
has declined. The market value of one's real estate is but one part of any 
meaningful measure of financial status, and more appropriate measures would 
certainly be required in order to draw conclusions about the changes in pro- 
perty tax impact over time. 


*See Appendix A on page 17 for a detailed explanation of the mathematical 
formulas. 
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ESTIMATED EFFECTIVE TAX RATES BY COUNTY 


TABLE I 
ESTIMATES OF COUNTYWIDE EFFECTIVE TAX RATES, 1974 


AVERAGE EFFECTIVE RATE ESTIMATE = 
(Average Nominal Rate) x (Estimated Assessment Level) x (Multiplier)* 


: Total extension of property taxes 
Average Noninal Rate = ——————————— 
Total assessed valuation of county 
The effective tax rate shows total taxes extended as a percent of actual market 
value (as opposed to assessed value). Effective tax rate does not measure the rate 
at which taxes are levied, but estimates the tax burden of property owners in rela- 
tion to the market value of their property. 


Estimated Estimated Estimated 
Effective Effective Effective 
County Tax Rate (%)** County Tax Rate (%)** County Tax Rate (%)** 
Adams 1.29 Hardin Le 7 Morgan 1.20 
Alexander | ay Henderson Links Moultrie 1.00 
Bond 1.08 Henry Reto HI Ogle jas be. 
Boone hat Iriquois into Peoria 1.89 
Brown hee Jackson 1.43 Perry Orsy 
Bureau 1.45 Jasper 0.83 Piatt 0.78 
Calnoun uO Jefferson 1.43 Pike 0.95 
Carroll L: 16 Jersey lerl5 Pope 0.88 
Cass i aes. Jo Daviess 1.60 Pulaski 1.24 
Champaign 1.40 Johnson 0.89 Putnam 0.74 
Christian 1.01 Kane L287 Randolph 0.86 
Clark T-15 Kankakee LIT Richiand 1.09 
Clay 1.55 Kendall 1.24 Rock Island 1.64 
Clinton 1.34 Knox 1.43 St. Clair 25 itl 
Coles 1.20 Lake 1.74 Saline ee 
Cook 2.03 LaSalle 1322 Sangamon 1.45 
Crawford Me 23 Lawrence Esp Schuyler 8.05 
Cumberland 1 Lee Looe Scott 1.44 
DeKalb ey Livingston 1.19 Shelby 1.04 
DeWitt eB de Logan aye a Stark 0.91 
Douglas io McDonough 56 Stevenson Ene 
DuPage paca McHenry 1.59 Tazewell 1.61 
Edgar 1.03 McLean 1.34 Union a 
Edwards 1.05 Macon Loe Vermilion |e ae) 
Effingham 0.87 Macoupin Leahy: Wabash 1.50 
Fayette dy rde2 Madison 1.44 Warren 10 
Ford Loi Marion 1.60 Washington 1530 
Franklin eno Marshall 0.88 Wayne | Heal MA 
Fulton 1.40 Mason 1420 White 1.48 
Gallatin 1.09 Massac 0.74 Whiteside 70 
Greene 18 Menard pete es Will L356 
Grundy 1.06 Mercer 1,20 Williamson 1.26 
Hamilton 1.10 Monroe Pld Winnebago 2.04 
Hancock 0.98 Montgomery 0.93 Woodford 1.06 


The median value of these 102 county, average rates is 1.23. 


*See Appendix A on page 17 for the derivation of this operational formula. 


**This can be expressed as "an effective tax rate 1.29% of market value" (to 
use Adams County as an example) or "an effective tax rate of $1.29 per $100 of market 


value." 
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TABLE V 


1973-1974 Comparison of Effective Property Tax Rates 


County 


Adams 
Alexander 
Bond 
Boone 
Brown 
Bureau 
Calhoun 
Carroll 
Cass 
Champaign 
Christian 
Clark 
Clay 
Clinton 
Coles 
Cook 
Crawford 
Cumberland 
DeKalb 
DeWitt 
Douglas 
DuPage 
Edgar 
Edwards 
Effingham 
Fayette 
Ford 
Franklin 
Fulton 
Gallatin 
Greene 
Grundy 
Hamilton 
Hancock 
Hardin 
Henderson 
Henry 
Iroquois 
Jackson 
Jasper 
Jefferson 
Jersey 

Jo Daviess 
Johnson 
Kane 
Kankakee 
Kendall 
Knox 

Lake 
LaSalle 
Lawrence 


Municipality 


Quincy 
Cairo 
Greenville 
Belvidere 
Mt. Sterling 
Princeton 
Hardin 

Mt. Carroll* 
Virginia* 
Champaign 
Taylorville 
Marshall 
Louisville* 
Carlyle 
Mattoon 
Chicago 
Robinson 
Toledo* 
DeKalb 
Clinton 
Tuscola 
Elmhurst 
Paris 
Albion 
Effingham 
Vandalia 
Paxton* 
Benton* 
Canton 
Shawneetown 
Carrollton 
Morris 
McLeansboro 
Carthage 
Elizabethtown* 
Oquawka 
Kewanee 
Watseka 
Carbondale 
Newton 

Mt. Vernon 
Jerseyville 
Galena 
Vienna 
Aurora 
Kankakee 
Yorkville* 
Galesburg 
Waukegan 
Ottawa 
Lawrenceville 


1973 Effective 
Rate 
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For the Largest Municipality in Each County* 


1974 Effective 
Rate 
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TABLE V - continued 


County 


Lee 
Livingston 
Logan 
McDonough 
McHenry 
McLean 
Macon 
Macoupin 
Madison 
Marion 
Marshall 
Mason 
Massac 
Menard 
Mercer 
Monroe 
Montgomery 
Morgan 
Moultrie 
Ogle 
Peoria 
Perry 
Piatt 

Pike 

Pope 
Pulaski 
Putnam 
Randolph 
Richland 
Rock Island 
Bt. lair 
Saline 
Sangamon 
Schuyler 
Scott 
Shelby 
Stark 
Stevenson 
Tazewell 
Union 
Vermillion 
Wabash 
Warren 
Washington 
Wayne 
White 
Whiteside 
Will 
Williamson 
Winnebago 
Woodford 


*For several counties, the municipality listed is not the largest 


Municipality 


Dixon 
Pontiac 
Lincoln 
Macomb 
Crystal Lake 
Bloomington 
Decatur 
Carlinville 
Granite City 
Centralia 
Lacon* 
Havana 
Metropolis 
Petersburg 
Aledo 
Waterloo 
Hillsboro* 
Jacksonville 
Sullivan 
Oregon* 
Peoria 
Pinckneyville* 
Monticello 
Pittsfield 
Golconda 
Mound ‘City* 
Hennepin* 
Chester 
Olney 

Rock Island 
Evot. sLouis 
Harrisburg 
Springfield 
Rushville 
Winchester 
Shelbyville 
Toulon 
Freeport 
Pekin 
Jonesboro* 
Danville 
Mt. Carmel 
Monmouth 
Nashville 
Fairfield 
Carmi 
Sterling 
Joliet 
Marion 
Rockford 
Eureka 


but the county seat instead. 


1973 Effective 
Rate 
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1974 Effective 
Rate 
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APPENDIX A 


CALCULATING THE EFFECTIVE TAX RATE 


The operational definition, Effective Tax Rate = (nominal rate) (level 
of assessment) (multiplier), can be mathematically derived as follows: 


In its simplest form, "effective tax rate" can be defined by this ratio: 


F * Total tax extensions 
(1) Effective Tax Rate Market value of property 

In other words, the ratio of all property taxes to the total market value 

of the property (in reference both to a whole area, such as a county, 

or to a single parcel). 


The formula in equation (1) cannot be used to calculate the average 
effective tax rate in an area because the market value of all property 
in a county, for example, is not known. However, the Department of Local 
Government Affairs surveys actual sales of real property as an indicator 
of market value and then compares the market values to assessed values 
to estimate the area's "level of assessment". 


(2) Level of Assessment = Locally assessed valuation 


Market value 


The equation in (2) can be rewritten in terms of market value as 


Po eMariecivalaccs Locally assessed valuation 
as gasatodaes Level of assessment 

By multiplying the numerator and denominator of equation (3) by 
the state multiplier (this does not change the value of the equation), 
then: 


_ (Locally assessed valuation) (Multiplier) 
it) Market value (Level of assessment) (Multiplier) 
The numerator of equation (4) (locally assessed valuation times 


the multiplier) is equivalent to "equalized, assessed value." Substituting 
this into (4), 


> Equalized, assessed value 
(5) Market value = Level of assessment) (Multiplier) 
By substituting equation (5) for market value in equation (1), 


Total tax extensions 
Equalized, assessed valuation 


(Level of assessment) (Multiplier) 


Effective Tax Rate = 


OR 


(Total tax extensions) (Level of assessemnt) (Multiplier) 


kG) Ettective Tax Rate = Equalized, assessed valuation 


Equation (6) allows the calculation of the average effective tax rate 
for a county as a whole, since all factors are published data elements. 


-continued- 
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To calculate the effective tax rate within a particular municipality 
(or for any other specific location), Nominal Tax Rate (the rate which 
appears on the tax bills issued to that location) can be substituted in 
equation (6) since it is equivalent to: 


Total tax extensions 


Equalized, assessed valuation. 
Equation (6) thus becomes: 

Effective Tax Rate = (Nominal tax rate) (Level of assessment) (Multiplier). 
This provides a simple operational formula that can be used where a single 


aggregate nominal rate is published by the Department of Local Government 
Affairs, as in the case of the larger municipalities. 
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APPENDIX B 


THE DEPARTMENT OF LOCAL GOVERNMENT AFFAIRS' 
SALES RATIO STUDY* 


Sales ratio studies provide information on the percentage relationship 
of assessed value to actual market value for real property in certain cate- 
gories and geographic areas and on the variation in assessment levels among 
and within these categories and geographic areas. 


Data from the sales ratio studies are used in the computation of equal- 
ization factors used by the Department of Local Government Affairs in carrying 
out its statutory responsibility for equalizing the level of assessments among 
counties. 


Inter-county equalization is necessary to provide a uniform basis for 
the distribution of state aid to schools and other state grant-in-aid pro- 
grams, to allow an equitable distribution of the tax burden in districts which 
lie in more than one county, and to provide a comparable base for the applica- 
tion of tax rate and bonded indebtedness limitations to units of local govern- 
ment. 


Equalization of assessment levels within counties is a necessary condi- 
tion prior to the State's inter-county equalization program if equity in the 
distribution of the tax burden is to be achieved. It is the duty of local 


assessing officials, who should use the 
assessment policies, to make assessment 
of property in their jurisdiction is at 


Sales ratio findings are also used 


Department's studies to guide their 
changes so that the final assessment 
a uniform percentage of value. 


in the review and appeal of assess- 


ments. They provide a measure of the average assessment level for a given 
geographic area or category of property against which assessments on individual 
parcels may be judged in determining the degree of over or under assessment. 


The data used in the sales ratio studies come from the real estate trans- 
fer declarations ("green sheets"). Under the Real Estate Transfer Act each 
deed presented for recordation must be accompanied by a real estate transfer 
declaration form prescribed by the Department. Information required of the 
buyer and seller on that form includes a legal description of the property, 
lot size or acreage, type and date of deed, selling price, and the value of 
any personal property involved in the sale. Two additional questions on the 
declaration ask whether the sale was under compulsion or was a transfer be- 
tween relatives. Since severe penalties exist for falsification of this re- 
quired information, no further verification by questionnaire is necessary. 


The detachable top portion of the declaration form ("the stub") is sep- 
arated and sent to the Department by the Recorder of Deeds at the time the 
transfer is recorded. The main portion is sent to the office of the Super- 
visor of Assessments, County Assessor, or Board of Assessors where the assessed 
valuations for the transferred parcels are filled in. The declarations are 
then forwarded to the Department every thirty days. 


*This description is taken from pages i and ii of the Department of Local 
Government Affairs' report, Assessment/Sales Ratio Study Findings, 1973. 
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CURRENT SALES ANALYSIS PROCEDURES 


The first step in the sales ratio study is to compare the number of 
declarations received with the total number of stubs that were sent in to 
insure that no delcarations have been lost, misplaced, or withheld. Any 
significant discrepancies are investigated. 


The transfers occurring in a given county are separated first into town- 
ships and then into rural or urban. Transfers of five or more acres, not 
located within a municipality, and not identifiable as another land usage 
such as commercial or industrial, are categorized as rural transfers. Trans- 
fers of less than five acres, regardless of location, are categorized as 
urban. If there is an abundance of transfers in any township or category, 

a sample of those transfers is taken as randomly as possible; otherwise all 
transfers are examined. The size of this sample is determined either by 
selecting as many as were utilized in the previous year's study, or by es- 
timating the number necessary to yield statistically significant results. 
Declarations not used in the study are filed. 


The second step in the process is designed to eliminate all but bonafide 
"arms-length" sales between a willing seller and a willing buyer and, as far 
as possible, to check the consistency and correctness of the coded information 
on the declaration through careful editing of each transaction. Types of 
transfers which are not admissable to the calculation phase of the study are 
transfers between relatives, transfers under compulsion, transfers to govern- 
mental units or nonprofit organizations, certain questionable deed types, 
deeds of convenience or correction of errors, and deeds recording sales made 
in previous years. 


After editing, the usable sales are assigned a reference number. After 
all usable sales are keypunched, they pass through a computer program to 
verify that the data have been correctly keypunched. Errors detected are 
corrected at this point. 


During data processing the computer performs some final checks for ac- 
curacy and calculates individual assessment/sales price ratios for each trans- 
fer. These ratios are grouped into a frequency distribution with an interval 
of five percentage points. Transfers in the lowest group (less than 5 percent 
of value) and in the highest group (greater than 150 percent of value) are 
examined by re-editing the actual transfer. Errors are corrected and improper 
transfers are deleted from the study. 


Statistical measures such as the median, mean, standard deviation, quar- 
tiles, deciles, and coefficients of dispersion are then computed for each 
category (urban and rural) and geographic area having at least 25 transfers. 
Additional computations can also be made at the Department's discretion. 
After these reports are returned, further checks for accuracy are made. The 
results are then published and used by the Department. 
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